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REPORT OF THE DIRECTORS 


DEAR SHAREHOLDER: 


The Auditors Report, together with the notes accompanying the consolidated financial statements for the 
year ending December 31, 1966, emphasize the special operating conditions that were applicable throughout the 
period under review. 


By instrument dated April 1, 1966, the holders of the company’s Collateral Trust Notes sanctioned cer- 
tain changes in the Notes and in the indentures securing the same and authorized the issue of additional Notes as 
collateral security for the company’s outstanding Bank indebtedness. After giving effect to these changes, the 
company had outstanding $1,157,625 -6%% Collateral Trust Notes, Series C, $3,205,000 - 6% Collateral Trust 
Notes, Series D and $214,375 -7% Collateral Trust Notes, Series E, all payable on demand and secured equally 
and proportionately by the pledge and charge of all of the company’s instalment obligations and mortgages. The 
Notes of each series are being retired in proportion to their outstanding principal amounts. 


In accordance with extraordinary resolutions passed by the holders of the company’s Debentures at a 
meeting thereof held December 20, 1965, the Trustee has refrained from taking any action which it was other- 
wise entitled_to take by reason of the company’s default under certain covenants contained in the Debenture 
indentures. Prine committee of the Debentureholders appointed at the said meeting has been kept informed on 
the operations of the company and one member of this committee has been appointed a director of the com- 
pany. In view of the company’s agreement to retire its senior indebtedness as quickly as possible, no debenture 
sinking fund payments were made in 1966. 


In consequence of the foregoing no new contracts in either notes or mortgages were purchased, and all 


‘cash received, less operating costs_and interest payments, was applied to the discharge of the company’s obligations 


a reer 


‘to its bankers ee a During the fiscal year these obligations were reduced by an amount of 
$2,348,000 from $5,375,000 to $3,027,000 and during the current year have been further reduced to $2,602,000. 


During 1965 two special studies by our auditors and management on the collectibility of your company’s 
receivables resulted in setting up a loss reserve of $1,064,000 in the financial statements for the year ending December 
31, 1965, of which $826,000 was allocated to instalment notes and $238,000 to mortgages. A study of delinquent 
accounts during the latter part of 1966 indicated the advisability of a reserve of $1,021,109 of which $833,324 
was allocated to instalment notes and $187,785 to mortgages. 


Through contracts maturing and pay-outs in advance of maturity, the number of accounts was reduced 
during the year from 6,505 to 3,786 on instalment notes, and from 684 to 618 on mortgages. 


The net loss of $248,090 (which includes the special write-off of unamortized note issue expense and 
discount of $51,068) represents a further impairment of the shareholders equity. There is, however, a substantial 
tax loss approximating $900,000 which could be valuable under certain conditions. 


All the normal procedures of collection, mortgage management, accounting and administration are being 
‘aggressively pursued and forecasts indicate that senior debt reduction can be continued through the 1967 fiscal 
year. General and administration expenses declined over $100,000 from the preceding year and additional reduc- 
tions will be effected as obligations for rent and other fixed overheads decrease. Our punch card accounting 
system was replaced by a contract with a data processing centre, which resulted in important savings without 
sacrificing operating efficiency. Benefits from this change will continue to accrue throughout the current year. 


We extend sincere appreciation s the staff for_a_tine co-operative effort_in dealing a the dus 


a ¥ 


1 ee ee and Secretary-Treasurer, eg ates both of nen 
continue as directors. Mr. G. I. MacKenzie was appointed President and Treasurer on penety 20th, 1967, 


en eeeean ne ————eooeoo oe 


On Behalf « of f the Boy 


G. I. MacKENZIE, 
President 


Toronto, Ontario, April 25th, 1967. 


ALGONQUIN BUILDING CREDITS LIMITED 
(Incorporated under the laws of Ontario) 
and its wholly-owned subsidiary 
Algonquin Capital Corporation Limited 


CONSOLIDATED BALANCE SHEET AT DECEMBER 31, 1966 
(with comparative figures at December 31, 1965) 


ASSETS 
1966 
CURRENT ASSETS: 
CaS cise city owilecnas ans obser ae /sone eee osetia aU ee Meee Mee cao host Ia ee ae $ 335,930 
Income taxes: recoverable is icccecis. vz cobece hese eee OL aie eee Se OnE 33,000 
Instalment notes receivable (including amounts not due within one year of approx- 
imately $2,163,000 in 1966 and $3,297,000 in 1965) after allowance for doubtful 
accounts of $833, 324 in 1966 and $826, 641-1n/ 1965. (note 2). nee ee R 2,693,538 
Accrued .mortgage: interest: receivable. 5, 2-7...22 cs ey ee 8,142 
Sundry accounts receivable and prepaid expemses ...............c..c.ccccesnsccenetsnsecausneeesenenacens 35,709 
Total Current ASS6tS ici catisccssaiseee Neasthrnek dete ssl eaaeie ee ane eee ee te 2,826,319 
MORTGAGES RECEIVABLE: 
Mortgages receivable over terms of up to fifteen years (including instalments due 
within one year of $455,000 in 1966 and $448,000 in 1965) after allowance for 
doubtful accounts of $187,785 in 1966 and $937) TY2 te 19650 (note 13) 2,614,483 
Frxep ASSETS: 
Office equipment, at cost and unamortized leasehold improvements ................................ 46,667 
Less accumulated depreciation: cnnieei.. neon ter tenors oe a ee 33,625 
Total+fixed ‘assets is ios hs en ee ae ee ae 13,042 
DEFERRED CHARGES: 
Unamortized ‘debenture issue" expense? (ote, 5)" cee eee ee 62,562 
Deferred mortgage acquisition Costs oe. iia... pce ee ee 10,564 
73,126 
On behalf of the Board: G. I. MACKENzIE, Director 
W. T. CLayTon, Director 
$ 5,526,970 


(See accompanying notes) 


1965 


S ost nos 
60,000 


4,979,056 
10,143 
29,415 


5,409,569 


3,023,418 


48,886 
30,439 


18,447 


133,189 
23,022 


156,214 


$ 8,607,645 


ALGONQUIN BUILDING CREDITS LIMITED 
(Incorporated under the laws of Ontario) 
and its wholly-owned subsidiary 
Algonquin Capital Corporation Limited 


CONSOLIDATED BALANCE SHEET AT DECEMBER 31, 1966 © 
(with comparative figures at December 31, 1965) 


LIABILITIES 
1966 1965 
CURRENT LIABILITIES: 
Priel @alk == SOCULCCIMe eR rit sere dco Ce dey AN hs ol Sade eee aes Be $ 937,245 $ 2,300,000 
PXCCOUMDIS DAY able Nd EACCEUCU FCAT BES) xt ar dn cores eae essa sceaee <aqsetis sruevwhiencueste Mes 83,067 OT TO 
6% % Collateral trust notes, Series C, payable on demand (note 5) ...... 765,630 
6% Collateral trust notes, Series D, payable on demand ...................0 eee 1,182,445 1,475,000 
7% Collateral trust notes, Series E, payable on demand (note 5) 2.0.0.0... 141,680 
ME GeAleeur bet ta DIGS ote tins: eed rte donde: oh artic ameeona nage” 3gl 10,067 3,872,776 
DEFERRED INCOME: 
Unearned service charges, instalment notes receivable .................00...c:cccccccsccsesseseeceesnenss 238,755 661,391 
WUE AENCCMIMICLESL OM MOLEC ALCS teed a ests tase feta oom ales Soda ealivinss aieann shaceer Gadennsdsneynaek ps 189,801 237,041 
Ota Pderterred INCOME soa ete scaseh ee ees Lene The a ae Oe ee ee 428,556 898,432 
LonG TERM LIABILITIES (notes 4 and 5): 
6% % Sinking fund collateral trust notes, Series C, maturing May 15, 1976 (note 5) 1,350,000 
7% Collateral trust notes, Series E, maturing September 1, 1969 (note 5) ............ 250,000 
7% Sinking fund debentures, Series A, maturing March 15, 1970 ...........000.00000... 480,000 480,000 
634 % Sinking fund debentures, Series B, maturing August 1, 1983 0000000. 588,000 588,000 
G27. Debentures. Series "C3, maturing April 15, (1984 en ccrssnasenceucansncasteserapomsemeds 600,000 600,000 
otal moma terimisa bilities ct ea ethan cca ne ceee re chime aati orto beats eee we 1,668,000 3,268,000 
SHAREHOLDERS’ EQUITY: 
Capital (notes 6 and 7) — 
614% cumulative, redeemable preference shares of $20 par value each: 
Authorized — 25,000 shares 
Issued Sree SOU) SHALES: hatuns ak Guess Mi aren RRR tase nat Meet wR RS NNR U Eas gap cehey 500,000 500,000 
Common shares of no par value: 
Authorized — 300,000 shares 
Issued tit DESI NSeES aE ee GA Arla, whcemapiy seein eh bk me) a oe 734,061 734,061 
1,234,061 1,234,061 
Less commissions and expenses paid on issue of shares (less premiums received) ...... 36,611 36,611 
1,197,450 1,197,450 
DSC CIO eee ee ee Aa ee CRU eerie, Bow (877,103) (629,013) 
Total sarenGlers reGuaty arya. serene sr ee rene eee eat on Succeed itr tulae s doce 320,347 568,437 


B® $ 5,526,970 $ 8,607,645 


AUDITORS’ REPORT 


To the Shareholders of 
Algonquin Building Credits Limited: 

We have examined the consolidated balance sheet of Algonquin Building Credits Limited and its wholly-owned 
subsidiary as at December 31, 1966 and the statements of consolidated profit and loss and deficit for the year ended 
on that date. Our examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


While the company is in default under the trust indentures securing the debentures as explained in note 4 and is 
not presently permitted to acquire additional instalment notes or mortgages, the accounts have been prepared on the 
basis of a going concern and without regard to any consequences of the default. With this explanation, in our opinion, 
the accompanying consolidated balance sheet and statements of consolidated profit and loss and deficit present fairly 
the financial position of the companies as at December 31, 1966 and the results of their operations for the year ended on 
that date, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Toronto, Canada, 


CLARKSON, GORDON & CO., 
March 16, 1967. 


Chartered Accountants. 


ALGONQUIN BUILDING CREDITS LIMITED 
and its wholly-owned subsidiary 
Algonquin Capital Corporation Limited 


STATEMENTS OF CONSOLIDATED PROFIT AND LOSS 
AND CONSOLIDATED DEFICIT 


FOR THE YEAR ENDED DECEMBER 31, 1966 
(with comparative figures for the year 1965) 


CONSOLIDATED PROFIT AND LOSS 


REVENUE: 1966 
Earned service charges and other income. ........ .. _cosnonl ose s6sd lok ot UO $ 637,282 
EXPENSES: 
General ‘and administrative €Xpenses ...<s<25:.5.d0css Sees sa gcesss evar oe ne eee eee 299,387 
Costs of borrowinig: Money «8 ix). eels eis ats del 395,845 
Provision for: doubtful ‘accounts... 6 ae nee ee LL 
Amortization. of mortgage acquisition: COStS\ aq. ct-t ede eee 10,038 
DGpTeCiAtiOny sace-aic,ciucawnca ac beaa chee cools teanalandodhainnn sth vawaceeeoie hablsnks eS ROee a Rte ae ae ee 2 3,957 
Total EXpenses 0 5..0xc.9.5 5 cocussesiuntosegeaascletten: 02 ORS lagealh ea ae ee 834,304 
Profit. Goss) before special Mems rec..c.ce.ccs, seceatae tates een ee (197,022) 
Deduct: é 
Special write-off of note issue expense and discount (note 5)... ees 51,068 
Special. provisionrfor doubtful accounts) \....2.2.005. ee 
TACOME: tAXES TECOVETO esi sinsccdaveidnonhdaneseesunateaaei an ceneier nama ne eh eae ence: meer ee eee 
51,068 
Net: doss for the Year so.c..cisessenacaswvartasssenaceubietee te Batis dace p teeert ae tei eee eile a iis ee ne ae $ 248,090 
CONSOLIDATED DEFICIT 
1966 
Deficit (earnedssurpius) at begmningvof years. c...5.<0c.- come cineaeta ee ee $ 629,013 
Add: 
Net toss for the year ej. .0%..5 7 eedig trains oedema ean a ee St —- 248,090 
Dividends. paid: Preference:shares..oc.00-: 0 ee ee 
Common Shares ncn sd.cereneentuaseeeae ace ee 
Deficit at: end*of year hk ee ws eae Ie OU a $ 877,103 


ALGONQUIN BUILDING CREDITS LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1966 


1. The continuity of the allowance for doubtful accounts is as follows: 


Balance Jantiary 1; 196655. ate ee $1,064,353 

Add provision for the: current yeatie« <5 125,507 

1,189,870 

Less notes and mortgages written off (net) ............0.000..... 168,761 

Balance” December -31, 1966 327 023.0 .0... 1 tees $1,021,109 

Allocated as follows: 

Notes: receivable a(note=2).. 3) ee $ 833,324 
Mortgages: (note33) kt. ee eee. 187,785 
$1,021,109 


1965: 


$1,119,012 


400,728 
516,628 
74,845 
15,366 
5,620 


1,013,187 
105,825 


981,262 


(110,274) 


870,988 


$ 765,163 


1965 


$ (171,166) 


765,163 
16,250 
18,766 


800,179 
$ 629,013 


Because of the substantial bad debt losses and restrictions contained in the supplemental trust indenture referred to 


in note 5, the company has_ discontinued the a acquisition of notes and mortgages. All cas ived, less o Test 
casts, is being applied to to the discharge of f obligations. ~ ‘Tn addition to deferred service charges and interest of $428, 


ee 


the~company will obtain income from interest- bearing mortgages, 


Notes to the Consolidated Financial Statements (continued) 


The following summary shows the extent of the arrears of instalments on the notes receivable at December 31, 1966: 


Accounts with instalments less than 30 days in arrears 
Ol Willa HO LALT CALS 4 nv atic Sir a Ae er eee eae mee $1,478,063 


Accounts with instalments in arrears for — 
BORUOR DORA YS te a teers A a0 nate er $ 275,654 
GOMO SISA S Se rameier esete her yeas Mie ake he 123,205 
SO SUAVSHOL Ss MOL Coat 5d er ie ets cea 1,649,940 2,048,799 


Total notes receivable before deducting allowance for 
GOUDEEME ACCOUNTS! rts att ee ee el $3,526,862 


The extent to which specific allowances for doubtful accounts cover the accounts to which they relate is shown by 
the following summary: 
Balance Specific 


of notes allowance 
receivable provided 


(Thousands of dollars) 


PNCCOUNES LLL s DI OVI GCC tesa a ate hv se ede $ 403 $403 
ACCOUMLSWiths PLOVISION Of565.00-9070" ced nce ak 196 151 
Accounts with provision of 40%-64% oo... 395 197 
Accounts with provision of less than 40% on. 227 57 

. $1,221 $808 


The remaining unallocated allowance on doubtful accounts of $25,324 is available to cover other overdue and current 
accounts and any shortfall in the estimated recovery in those cases where the amount of the allowance is less than 
100% of the balance owing. 


The following summary shows the status of mortgages held by the subsidiary company at December 31, 1966 and 
the portion of the allowance for doubtful accounts of $187,785 that has been applied to specific delinquent accounts: 


Accounts with 


Accounts with _no arrears or Allowance for 

instalments 90 with instalments doubtful accounts 

days or more less than 90 applied against 
in arrears days in arrears Total specific accounts 


Interest-included mortgages (including those arising 


on conversion of home improvement loans) .... $229,164 $ 390,063 $ 619,227 $ 37,300 


Interest-bearing mortgages: 


(a) Arising on conversion of home improve- 


TIEHES LOADS: 2h. is lec cele een 219,975 49,300 

; ; ue t 1,412,587 2,032,897 
(b) Acquired directly by the subsidiary ............ 400,335 47,900 
RE OCUIOLT DA COS os lh coe crocs nt sane aces or nti aes as 128,100 18,395 146,495 28,100 
$977,574 $1,821,045 2,798,619 162,600 

SVEIRIE ARV ACES perc oit 6 aries. tne Vai arcennb eh roe tbcey tascn OO 3,649 
$2,802,268 $162,600 


The remaining unallocated allowance for doubtful accounts of $25,185 is available to offset any additional losses. 


The bad debt losses referred to in note 1 resulted in the breach by the company under the debenture trust indentures 
of certain covenants limiting the amount of the company’s funded debt in relation to its shareholders’ equity and 
unearned service charges and in the failure of the company to meet the sinking fund payments on the Series A and 
B debentures. Meetings of the holders of the company’s debentures have been held and appropriate action has 
been taken to deal with these defaults without forcing the immediate realization of the assets of the company. 


The trust indenture securing the sinking fund debentures contains dividend and share redemption restrictions based 
on the relationship of the shareholders’ equity to unsecured funded indebtedness. The Series A debentures are 
redeemable at a premium of 2.8% to March 15, 1967 and at reducing amounts thereafter. The Series B debentures 
are redeemable at a premium of 5.55% to August 1, 1967 and at reducing amounts thereafter. The Series C 
debentures are redeemable at premium of 5.7% to April 15, 1967 and at reducing amounts thereafter. 


Notes to the Consolidated Financial Statements (continued) 


5. The supplemental trust indenture, dated April 1, 1966, relating to the collateral trust notes, includes, among other 
provisions, the following amendments to the previous indentures: 


(i) Series D collateral trust notes interest converted from 53%4% to 6%. 
(ii) Series C and Series E collateral trust notes became payable on demand. 


(iii) The company may not purchase or acquire mortgages or instalment obligations except for the purpose of 
lee collecting or facilitating the collection of existing instalment or mortgage obligations. 

Unamortized note expenses and discounts amounting to $51,068, pertaining to the collateral trust notes, were 

written off because the notes became payable on demand. 


The supplemental trust indenture securing the collateral trust notes, Series C, limits the aggregate amount of dividends 
(other than stock dividends) and the redemption of capital stock subsequent to January 1, 1961 to the amount of 
the consolidated net earnings arising from that date. 


6. The preference shares are redeemable at a premium of 242%. The supplementary letters patent creating the 
preference shares contain restrictions concerning the issue of additional preference shares. The arrears of dividends 
on the preferred shares amounted to $48,750 at December 31, 1966 and dividends on such shares were paid to 
June 15, 1965. 


7. At December 31, 1966 the following warrants and options to subscribe for or purchase common shares were 
outstanding: 


(i) Share purchase warrants (issued with the Series B debentures, the Series C debentures and the 15,000 612% 
cumulative redeemable preference shares issued in 1964) entitling the holders thereof to purchase an aggregate 
of 27,000 common shares at $14 per share to August 1, 1969. 


(ii) An option to a director of the company to purchase all or any part of 10,000 common shares at $12 per share, 
exercisable cumulatively at the rate of not more than 2,000 shares per annum, on or before October 1, in each 
of the years 1964 to 1968 inclusive. 


8. The estimated loss available for income tax purposes to offset any future earnings amounts to $900,000 at December 
31, 1966 of which $702,000 applies to the parent company and $198,000 to the wholly-owned subsidiary. 


